From: John Mills

Sent: Tuesday, January 06, 2004 9:16 AM

To: Guivetchi, Kamyar

Cc: B160_proj_team ; ; ;
; ; Beutler, Lisa

Subject: Re: FW: numbers --- Email from BJ Miller

Kamyar:
As usual, BJ has hit the bulls eye!

As to the concept he proposes I believe that it is a refreshing - and logical way to examine
the numbers.

My preliminary suggestions are fairly straightforward:

1. As he notes, some items are not discretionary items for funding decisions (ESA,
mandated environmental actions, mandated water qualtity actions etc.) those should be
somehow "broken out" from the main categories of funding and made the "foundation"
level of funding actions with their impacts to other management options factored in.

2. It is critically important that the relationships between costs and need represent a
complete economic model of the total costs of the activity being examined. In short hand
all costs must be internalized across the board. Examples are abundant, so I won't drag
them out at this time. However, if the playing field isn't level this won't work in the long-
term.

3. Finally, it is equally important that ALL options be on the table for evaluation
(Thereby representing a massive slaughter of an entire herd of sacred political and
ideological cows. Perhaps rivaling the numbers of American Buffalo shot to pieces in the
1860's and '70's). Political notions aside, let the numbers work themselves out (see #2)
and then, after the process let the politics be applied - across the street preferrably.

I do have more on this but would like to think on it a bit longer. Can we discuss this on a
call?

Thanks again BJ!

John

Guivetchi, Kamyar wrote:

Advisory Committee, Project Team and Facilitation Team Members:
BJ Miller asked that I forward his email to you.

Take Care,

Kamyar
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Kamyar Guivetchi, P.E.

Manager, Statewide Water Planning
Department of Water Resources

901 P Street, Sacramento, CA 95814

Mail: P.0O. Box 942836, Sacramento, CA 94236
Phone: (916) 653-3937

FAX: (916) 651-9289

Email: kamyarg@water.ca.gov

Web: www.waterplan.water.ca.gov
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————— Original Message-----

From: BJ Miller

Sent: Monday, January 05, 2004 1:06 PM
To: Guivetchi, Kamyar

Subject: numbers

Kamyar,
Please route this out to AC members.
Fellow AC members,

We all seem to be struggling with how to deal with the "numbers" issue
in Chapter 1. Are future urban demands going to be 2 MAF or 3 MAF per
year, and could it be even more or less? Will eliminating the
groundwater overdraft take 1 or 2 MAF per year? For that matter, why
eliminate it at all? Are the additional environmental needs 0.5 or 1.0
MAF per year? Is that all, only 1 MAF per year? Is agricultural water
use going to stabilize or could it be 1 MAF per year more or less?

Maybe if we looked at the numbers issue in a different way, we could
all agree. I suggest the following:

Suppose we consider all of these numbers as elastic. Generally, the
higher the number, the greater the cost. The cost must be measured not
only in dollars, but also in other terms--environmental, societal,
economic, etc. Put another way, the greater the investment, the higher
the number.

So, for example, urban demands could increase by only 2 MAF per year,
but that would require a certain investment for efficiency
improvements. On the other hand, if the investment were lower, the
additional urban demand would be higher, as much as 3 MAF per year. If
the investment were very large, the additional need might be reduced to
zero.

As the additional urban needs go down and the costs go up, the need for
state/federal financial assistance increases.

So, rather than this being an argument over how much water urban areas
"need" in the future, it becomes a search for accurate representation
of the relationship between investment and return.



We could carry this approach on to the issue of ag-to-urban transfers:
If the investment in urban efficiency is low, the need for such
transfers will increase. In other words, transfers from agriculture
will be the primary way that urban areas get the water to match their
supplies and needs. Another way that urban areas could get water is by
storing water when it is plentiful, for use when it is not. Water can
be stored in the ground or in surface reservoirs. Both of these options
have costs. Generally speaking, the higher the cost, the greater the
storage and the more supply that can be obtained. Again, for all of
these options, there are "opportunities"™ for state/federal financial
assistance.

Urban areas could also get more water by increasing imports. This has
costs as well.

Environmental needs could be addressed in the same way. The higher the
needs to be met, the greater the costs. Some of these needs are not
optional; they must, by law, be met. The more of these needs that are
met, the less water that will be available for urban and agricultural
use. This will shift the economics of urban and ag options. If more
environmental water means less urban and ag supply, then more
efficiency and more ag-to-urban transfers become necessary and higher
investment is required. The higher the investment, the greater the need
for state/federal assistance.

The job of the Water Plan would be to explain these relationships
clearly and accurately. The AC's job becomes one of making sure that
these relationships are explained clearly and accurately.

In the simplest terms, the issue is not how much water is "really"
needed.
It's more of a "pay-your-money-take-your-choice" issue.

We can extend this approach to consideration of the "bad news" events.
What will happen if we have less snowpack, Delta flooding, and a
serious drought? What are the chances of those three things occurring?
If we want to avoid or mitigate those effects, what investment will be
required? It's like buying an insurance policy--the higher the rate,
the greater the coverage, but at some point, the rates become
unreasonably high.

So, while we might be able to agree on 80%, it looks like we are going
to have a hard time agreeing on that last 20% that involves the
numbers. If we cannot agree, it is doubtful that others will agree.
Therefore, I suggest that we turn our attention to better understanding
these investment-return relationships and to explaining them in a way
that will help those who will make the decisions.

For the document we are now reviewing, we need only explain this issue,
perhaps with some ranges to bound it. We should strive to explain the
big connections among environmental water use, ag and urban efficiency,
transfers, infrastructure, catastrophic events, costs, and the role of
state/federal financial assistance. We would say that a more quantified
treatment of this issue will be presented later.

BJ



